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chase price, historical cost would include architectural fees and related 

legal fees. Where a provider has elected, for federal income tax purposes, 

to expense certain items such as interest and taxes during construction, the 

historical cost basis for Medicaid depreciation purposes may include the 

amount of these expensed items. However, where a provider did not capitalize 

these costs and has written off the costs in the year they were incurred, the 

provider cannot retroactively capitalize any part of these costs under the 

program. For Title XIX purposes and this rule, any asset costing less than 

five hundred dollars ($500) or having a useful life of one
(1) year or less, 
may be expensed and not capitalized at the option of the provider, or in the 
case of a facility which entered the program after July 18, 1.984, the owner 
at the time of the initial entry into the Medicaid program. 

7 .  When an asset is acquired by trading in an existing asset, the 
cost basis of the new asset shall be the sum ofundepreciatedcost basis of 
the traded asset plus the cash paid. 

8. For the purpose of determining allowance for depreciation, the 
cost basis of the asset shall be as prescribed in (7)(C)3. 

9 .  Capital expenditures for building construction or for renova
tioncostswhichareinexcessofonehundredfiftythousanddollars 
($150,000) and which cause an increase in a provider's bed capacity shall not 
be allowed in the program or depreciation base if these capital expenditures 
fail to comply with any other Federal or state law or regulation such as 
Certificate of Need. 

10. Amortizationofleaseholdrightsandrelatedinterestand 

financecosts shall not be allowable costs under this plan. 


(D) Interest and Finance Costs 


1. Necessaryandproperinterest on bothcurrentandcapital 

indebtedness shall be an allowable cost item excluding finder's fees. 


2. Interest is the cost incurred for the use of borrowed funds. 

Interest on current indebtedness is the cost incurred for funds borrowed for 

a relatively short term. This is usually for such purposes as working capi

tal for normal operating expenses. Interest on capital indebtedness is the 

cost incurred for funds borrowed for capital purposes such as acquisition
of 

facilities and capital improvements and this indebtedness must be amortized 

over the lifeof the loan. 


3 .  Interest may be included in finance charges imposed by some 
lending institutions or it may be a prepaid cost or discount in transactions 
with those lenders who collect the full interest charges when funds arebor

rowed. 


4 .  To be an allowablecostitem,interest(includingfinance 
charges, prepaid costs and discounts) must be supported by evidence of an 
agreement that funds were borrowed and that payment of interest and repayment 
of the funds are required, identifiable in the provider's accounting records, 
relating to the reporting period in which the costs are claimsand necessary 
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and properfortheoperat ion,maintenanceoracquis i t ionoftheprovider 's  
f a c i l i t i e s .  

5 .  Necessary means t h a tt h ei n t e r e s tb ei n c u r r e df o r  a loan made 
t os a t i s f y  a f inanc ia l  needof theprovider  and f o r  a purposere la tedto  
rec ip ien tcare .  Loans which resultinexcessfundsorinvestmentsarenot 
considered necessary. 

6 .  Proper means t h a tt h ei n t e r e s t  beincurred a t  a r a t eno tin  
excessof what a prudentborrower would havehad t o  pay i nt h e  money market 
ex is t inga tthet imetheloan  wasmade, and providedfurtherthedepartment 
sha l lno tre imburseforin te res t  and financechargesany amount inexcess of 
the pr ime rate  current  a t  the t ime the loan was obtained.  

7 .  I n t e r e s t  on loans t o  providers  by p ropr i e to r s ,pa r tne r s  and 
any s tockholdersshal lnotbe an al lowablecost  item becausetheloansshall  
be t r ea t edasinves t edcap i t a l  and includedinthecomputationof an allow
ab lere tu rn  onowner's ne tequ i ty .I f  a f a c i l i t yo p e r a t e d  by a r e l ig ious  
orderborrows from t h eo r d e r ,i n t e r e s tp a i dt ot h eo r d e rs h a l lb e  an allow
ab le  cos t .  

8. Ifloans for capi ta lindebtednessexceedtheassetcostbasis  
asdef inedinsubsect ion ( 7 ) ( C ) ,  t h ei n t e r e s ta s s o c i a t e dw i t ht h ep o r t i o no f  
theloanorloans whichexceed t h ea s s e tc o s tb a s i s  as definedinsubsect ion 
( 7 ) ( C )  sha l l  no t  be allowable.  

9 .  Income from a provider ' s  re t i rement  sha l lqua l i f ied  fund  be  
excluded in consideration of the per-diem rate.  

10. A provider  amort ize  charges ,  interestshal l  f inance prepaid 
and discountovertheperiodoftheloanratablyor bymeans of theconstant  
r a t e  of i n t e r e s t  method on theunpaidbalance. 

11. Usual and customary costsexcludingfinder’sfeesincurred t o  
loans  allowableobta in  sha l l  be t r e a t e da s  interestexpense and s h a l l  be 

costsovertheloan per iodra tab ly  or bymeans oftheconstantinterestap
p l i e d  method. 

12 .  Usual and customary c o s t ss h a l l  be l imi tedtheto  lender ' s  
t i t l e  and recording fees ,  app ra i sa l  fees ,lega lfees ,  escrow fees  and c los ing  
cos t s .  

13 .  Interestexpenseresul tant  from capi ta lexpendi turesforbui ld
ingconstruct ionorforrenovat ion costs which a reinexcess  ofonehundred 
f i f t y  thousand dollars ($150,000) andwhichcauseanincrease in a bed capaci
t y  by theprovidershal lnotbe an allowablecosti temifsuchcapitalexpen
d i t u r e  f a i l s  t o  comply w i t h  o t h e r  f e d e r a l  o r  s t a t e  law orregula t ionssuchas  
C e r t i f i c a t e  of Need. 

( E )  Rental  andLeases 

of buildings,  and1. Rental and leasesland, furnishings equip-
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and not in essence a purchase of those assets. Finder's fees are not an 
allowable cost item. 

2. Necessary rental and lease items are those which are pertinent 
to the economical operation of the provider. 

3 .  In the case of related parties, rental and lease amounts can
not exceed the lesser of those which are actually paid or the costs to the 
related party. 

4 .  Determinationofreasonableandadequatereimbursementfor 
rental and lease amounts, except in the case of related parties which is 
subject to other provisions of this plan, may require affidavits of compe
tent, impartial experts who are familiar with the current rentals and leases. 

5. 	 The test of necessary costs shall take into account the agree
relate4ment between the owner and the tenant regarding the payment of proper

ty costs. 

6 .  Leases subject to Certificate of Need approval must have that 
approval before a rate is determined. 

7 .  If rent or lease costs increase solely as a result of change 
in ownership, the resulting increase which exceeds the allowable capital cost 
of the owner of record as of July 18, 1984, or in the case of a facility 
which entered the program after July18, 1984, the owner at the time of the 
initial entry into the Medicaid program, shalla benon-allowable cost. 

(F)  Taxes. Taxes levied on or incurred by providers shall be allowable 
cost areaswith the exceptionsof the following items: 

1. Federal, state or local income and excess profit taxes includ
ing any interest and penalties paid; 

2. Taxes in connection with financing, refinancing or refunding 
operations such as taxeson the issuance of bond, property transfer, issuance 
or transfer of stocks; 

3 .  Taxes for which exemptions are available to the provider; 

4 .  Special assessments on land which represent capital improve
ments. These costs shall be capitalized and depreciated over the period 
during which the assessment is scheduledbetopaid; 

5 .  Taxes on property which is not a part of the operation of the 
provider ; 

6 .  Taxes which are levied against a resident and collected and 
remitted by the provider;and 

7 .  Self-employment (FICA) taxes applicable to individual proprie
tors, partners or members of a joint venture to the extent the taxes exceed 
the amountwhich would have been paidby the provideron the allowable compen-
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persons had the organizations a t i o n  of the provider been an incorporated 
rather  than unincorporated ent i ty .  

of Revenue Bond and Tax Levies by District and( G )  Issuance County 
F a c i l i t i e s .  Those nursing home d i s t r i c t s  andcounty f a c i l i t i e s  whose funding 
i s  throughtheissuanceofrevenuebonds,thatinterest  which is  paidperthe 
revenue bond w i l l  beanallowablecostitem.Depreciationontheplantand 
equipmentof t h e s ef a c i l i t i e ss h a l la l s o  beanallowablecostitem. Any t a x  
l ev ie s  which a r e  c o l l e c t e d  by nursing home d i s t r i c t s  o r  county homes t h a t  a r e  
supportedin whole o ri np a r t  by theselev ies  w i l l  notberecognized as a 
revenueoffsetexcepttotheextentthat;thefundsareusedfortheactual 
operation of t h e  f a c i l i t y .  

( H )  ValueofServicesof Employees 

fo rth i s  t he1. Except as p rov ided  in  ru l e ,  va lue  of se rv ices  
performed by employees i n  t h e  f a c i l i t y  s h a l l  b e  i n c l u d e d  as anallowablecost 
a r e at ot h ee x t e n ta c t u a l l y  compensated, e i t h e rt ot h e  employee o rt ot h e  
supplying organizat ion.  

2 ,  Services rendered by volunteerssuch as t h o s ea f f i l i a t e dw i t h  
t h e  American Red Cross ,hosp i t a lgu i lds ,aux i l i a r i e s ,p r iva t eind iv idua l s  and 
similarorganizationsshallnotbeincludedasanallowablecostarea,asthe 
se rv ices  have t r a d i t i o n a l l y  beenrendered on a purelyvolunteerbasiswithout 
expectat ion of any form ofreimbursement by theorganizationthrough which 
the  se rv ice  is renderedor by the person rendering the service.  

3 .  Services by p r i e s t s ,min i s t e r s ,r abb i s  and s imi la rtypeprofes
s i o n a l ss h a l l  beanal lowablecostarea,providedthattheservicesarenot  
of a re l ig iousna ture .  An exampleofan al lowablecostareaunderthissec
t i o n  would be a necessaryadministrativefunctionperformed by a clergyman. 
The s t a t e  w i l l  notrecognizebui ldingcosts  on spacese tas idepr imar i lyfor  
professionalsproviding any religiousfunction.Costsforwardrobe and simi
lari temsl ikewise are considerednonallowable. 

( I )Fr ingeBenef i t s  

1. LifeInsurance 

A .  Types of insurance which arenotconsidered an. allowable 
cos ta rea ;  premiums r e l a t edtoinsu rance  on t h el i v e s  of o f f i c e r s  andkey 
employees are not allowable cost areasunderthefollowingcircumstances: 

( I )  Where, upon thedea th  of an in su redof f i ce ro r  key 
employee, theinsuranceproceedsarepayabledi rec t lytotheprovider .In  
th i scase ,thep rov ide r  i s  a d i rec tbenef ic ia ry .Insuranceofth istype  i s  
r e f e r r e d  t o  a s  key-man insurance; and 

(11) Where, insurance on thel iveso fo f f i ce r s  is  volun
t a r i l y  t aken  ou t  a s  pa r t  of a mortgageloanagreemententered:intoforbuild
ingcons t ruc t ion ,  andupon thedea th  of an insuredoff icer ,theproceeds are 
payabledi rec t ly  t o  t h el e n d i n gi n s t i t u t i o n  as a c red i taga ins ttheloan  
ba lance .Inth i s  case, thep rov ide r  is i nd i r ec tbene f i c i a ry .  
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B. Types of insurance which are considered an allowable cost 
area 

(I) Where credit life insurance .is required as part of a 
mortgage loan agreement. A n  example would be insurance on lofins granted 
under certain federal programs; and 

(11)  Where the relative(s) or estate of the employee, 
excluding stockholders, partners and proprietors, is the beneficiary. This 
type of insurance is considered to be a fringe benefit and is an allowable 
cost area to the extent that the amount of coverage is reasonable. 

2. RetirementPlans 

A. Contributions to qualified retirement plans for the bene
fit of employees excluding stockholders, partners and proprietors of the 
provider shall be allowable cost areas. Interest income from funded pensions 
or retirement plans shall be excluded from consideration in determining the 
allowable cost area. 

B .  Amounts funded to pension and retirement plans, together 
with associated income, shall be recaptured if not actually paid when due, as 
an offset to expenses on the cost report form. 

3 .  Deferred Compensation Plans 

A. Contributions for thebenefitofemployees,excluding 
stockholders, partners and proprietors, under deferred compensation plans 
shall be all allowable costareaswhen, and to the extent that, the costs are 
actually paid by the provider. Deferred compensation plans must be funded. 
Provider payments under unfunded deferred compensation plans will be consid
ered as an allowable cost area only when paid to the participating employee 
and only to the extent considered reasonable. 

B .  Amount paid by tax-exempt organizations to purchase tax
sheltered annuities for employees shall be treated as deferred compensation 
actually paid by the provider. 

C. Amountsfundedtodeferredcompensationplanstogether 
with associated income shall be recaptured if not actually paid whendue, as 
an offset to expenses on the cost report form. 

(J) Education and Training Expenses 

1. The cost of on-the-job training which directly benefits the 
quality of health careor administration at the facility shall be allowable. 
Off-the- job training involving extended periodsexceeding five (5 )  continuous 
days is an allowable cost item only when specifically authorized in advance 
by the department. 

2. Cost of educationandtrainingshallincludetravelcosts 
incidental thereto but will not include leaves of absenceor sabbaticals. 
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1. Organizat ionalcost  items may beincludedas an allowablecost 
a r ea  onan amortized basis. 

2 .  Organizational i tems the legalcost  includefollowing: fees 
incur redines tab l i sh ingthecorpora t ionoro therorganiza t ions ;necessary  
accountingfees;expensesoftemporarydirectors and organizationalmeetings 
of d i r e c t o r s  and stockholders;  and f ees  pa id  to  states ofincorporation. 

3 .  Organizationalcostsshallbeamortizedratablyover a period 
of s i x t y  (60) months beginningwiththedate of organizat ion.  When thepro
v ide ren te r sthe  program more thans ix ty  (60) months a f t e r  t h e  d a t e  of organ
i z a t i o n ,  no organizat ionalcostsshal lberecognized.  

4 .  Where a providerd idnotcapi ta l izeorganiza t iona lcos ts  and 
haswr i t tenoffsuchcos tsintheyearthey  were incurred,theprovidercan
n o t  r e t r o a c t i v e l y  c a p i t a l i z e  any pa r t  o f  t hese  costs under t h e  program. 

5. Where a provider is organized (5)-yearwithin a f ive per iod 
p r i o r  t o  h i s  e n t r y  i n t o  t h e  programand has  properly capi ta l ized organizat ion
a l  costsusing a s i x t y  (60)-monthamortizationperiod, nochange i n  t h e  r a t e  
of amort izat ion is required.this  the port ion ofIn instance unamort ized 
organiza t iona lcos ts  is  an allowable cost areaunderthe programand s h a l l  be 
amortized over the remaining part  of the sixty (60)-month period. 

6. Forchange inownersh ip ,a f te rJu ly  18, 1984, allowableamorti
za t ion  will be l imitedtothepriorowner 'sallowable.unamortizedportion of 
organiza t iona lcos t .  

Costs.  costs which are appro( L )  Advertising Advertising reasonable,  
p r i a t e  and helpfulindeveloping,maintaining and fu rn i sh ingse rv icessha l l  
beanallowablecostarea. The cos t s  must be common and acceptedoccurrence 
i n  t h e  f i e l d  of  the a c t i v i t y  of  the provider .  

of Involving Parties.  applicable( M )  CostSuppliers Related Costs to 
f a c i l i t i e s ,  goodsand serv icesfurn ishedto  a provider by a suppl ie rre la ted  
to  the  p rov ide r  sha l l  no t  exceed t h e  lower ofthe cost t o  the  suppl ie r  or t h e  
p r i c e s  of comparable f a c i l i t i e s ,  goods or obtained Inservices elsewhere.  
theuniformcostreport  a p rov ide rsha l li den t i fysupp l i e r sr e l a t ed .to  it and 
thetype-quant i ty ,  and cos t s  of f a c i l i t i e s ,  goodsand servicesobtained from 
each suppl ier .  

( N )  U t i l i z a t i o n  Review. Incurredcostfortheperformanceofrequired 
u t i l i z a t i o n  reviewfor ICF/MR i s  an al lowablecostarea.  The expenditures 
must be forthepurposeofprovidingut i l izat ionreview on behalfofTi t le  
X I X  rec ip ien t .Ut i l iza t ionreviewcos tsincur redforTi t le  XVIII and X I X  
must beapportioned on thebasisofreimbursablerecipientdaysrecordedfor 
eachprogram during the report ing per iod.  

(0) Minimum U t i l i z a t i o n .  In  theeventtheoccupancy of a provider  i s  
below ninetypercent  (90%) thefol lowing cost centers  w i l l  becalculated as 
i ftheproviderexper iencednine typercent  (90%) occupancy:laundry,house
keeping,general and adminis t ra t ive  and plantoperat ioncosts .Innocase 
may costs disallowed under th is  provis ion  be carr iedforwardtosucceeding 

periods TN#90-06 effective pate, 31103/01/96
--xsupersedes tn#?.-- approval datejun 0-
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( P )  Nonreimbursable Costs 

1. Bad debts, charity and courtesy allowances are deductionsfrom 

revenue and are not to be included as allowable costs. 


2. Those services that are specificallyprovided by Medicare and 

Medicaid must be billed
to those agencies. 


3 .  Anycostsincurredthatarerelated to fund drives are not 
reimbursable. 

4 .  Costs incurred for research purposes shall not be included as 
allowable costs. 

5. The cost of social services provided under contract or subcon

tract is specifically excluded as an allowable item. 


6 .  	 Any costs of litigation or attorneys' fees incurred by a pro
bevider of service shall not a reimbursable cost except to the extent permit


ted by this part or other specific provisions of the regulation. Cost of 

litigation against the state, including attorneys' fees, when the litigation 

is reasonably related to the care of recipients and the provider prevails, 

are reimbursable costs. Attorneys' fees incurred in labor negotiations, and 

labor disputes are reimbursable. All of the attorneys' fees except those 

allowed by specific provisions of this regulation are non-reimbursable costs. 


(Q) Other Revenues. Other revenues, including those listed that follow 

and excluding amounts collected under paragraph (5)(A)8. will be deducted 

from the total allowable cost, and must be shown separately in the costre

port by use of a separate schedule ifincluded in the gross revenue; income 

from telephone services; sale of employee and guest meals; sale of medical 

abstracts; sale of scrap and waste food or materials; rental income; cash, 

trade, quantity time and other discounts; purchase rebates and refunds; recov

ery on insured loss; parking lot revenues; vending machine commissions or 

profit; sales from drugs to other than recipients; income from investments of 

whatever type; and room reservation charges for temporary leave of absence 

days which are not covered services under section (5) of this regulation. 

Failure to separately account for any of the foregoing specifically set out 

previously in this rule in a readily ascertainable manner shall result in 

termination from the program. 


1. Interestincomereceivedfrom a fundeddepreciationaccount 

will not be deducted from allowable operating costs provided such interest is 

applied to the replacement of the asset being depreciated. 


2. Costcentersoroperationsspecifiedbytheprovider,para

graph (7)(R)3. of this section, shall not have their associated cost or reve

nues included in the covered costs or revenues of the facility. 


3 .  Restricted and unrestricted funds -

A. Restricted funds as used in this rule mean those funds, 

cash or otherwise, including grants, gifts, taxes
and income from endowments, 
which must be used only for a specific purpose designated by the donor. 
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Those r e s t r i c t edfunds  which arenott ransferredfunds and arc! designated by 
the  donor forpayingoperat ingcosts  w i l l  beo f f se t  from theto ta la l lowable  
expenses. If an adminis t ra t ive  body h a st h ea u t h o r i t yt or e - r e s t r i c tr e s t r i c 
tedfundsdesignated by the  donor forpayingoperatingcosts,thefunds will 
not  be  of fse t  from totalallowableexpenses.  

B .  Unrestr ic tedfundsasusedinthisrule  mean thosefunds, 
cashorotherwise,includinggrants , g i f t s ,  t a x e s  andincomefrom endowments, 
t h a t  are given t o  a providerwi thoutres t r ic t ion  by t h e  donor a st ot h e i r  
use.Thesefundscanbeusedin any manner des i red  by theprovider .  Howev
er ,thoseunres t r ic tedfunds  which arenott ransferredfunds and a r e  used�or 
payingoperatingcosts w i l l  be o f f s e t  from totalal lowableexpenses .  

C .  Transferredfunds as used i nt h i sr u l ea r et h o s e  funds 
through a l e g i s l a t i v e  or governmental body'sappropriated administrative 


a c t i o n ,s t a t eo rl o c a l ,t o  a s t a t eo rl o c a l  government provider .  The t r ans  

fo rcanbes t a t e - to - s t a t e ,s t a t e - to - loca l  or local- to- localprovider .These 

fundsarenotconsidered a g r a n to rg i f tf o r  reimbursementpurposes,thereby 

having no e f f e c t  on the  provider ' s  a l lowable  cos t  under  th i s  p lan .  


(R)Apportionment of Costs t o  MedicaidRecipientResidents 

1. A provider 'sal lowablecostareasshal lbeapport ioned between 
Medicaidprogram rec ip i en tr e s iden t s  and o the rpa t i en t s  so t h a tt h es h a r e  
borne by t h e  Medicaidprogram is based upon ac tua lserv icesrece ived  by pro
gram rec ip i en t s .  

2 .  To accomplish th i sappor t ionment ,thera t ioofrec ip ien tres i 
dents 'chargestoto ta lpa t ien tchargesfortheserv iceofeachanci l la ry  
department may be applied t o  thecos t  of thisdepartment.  To t h i ss h a l l  be 
added thecostofrout ineservicesfor  Medicaidprogram rec ip ien tres idents  
determined on thebas i s  of a separateaveragecostper-diemforgeneralrou
t inecareareasora ttheopt ionoftheprovider  on thebas i s  of o v e r a l l  
rou t ine  care  a rea .  

3 .  So t h a t  i t s  charges may beal lowableforuseinapport ioning 
costsunderthe program,eachprovidershallhave an establ ished chargestruc
t u r e  which is  appl ieduniformlytoeachpat ientasservicesarefurnished t o  
t h ep a t i e n t  andwhich is  reasonably and cons is ten t lyre la tedtothecos tof  
provid ing  these  serv ices .  

4 .  Average cost  for routineper-diem general  services means t h e  
amount computed by d iv id ingtheto ta l .a l lowablepa t ien tcos tsforrout ine  
se rv ices  by t h e  t o t a l  number ofpatientdays of carerendered by theprovider  
in  the  cos t - repor t ing  per iod .  

5.  A p a t i e n t  dayof ca re  is  thatper iodofservicerendered a 
p a t i e n t  between thecensus-takinghours on two (2 )  consecutivedays,includ
ingthetwelve (12) temporaryleaveofabsencedaysperanyperiodofsix ( 6 )  
consecutive months asspecif ical lycoveredundersect ion (5) of t h i sr e g u l a 
t i o n ,t h e  day of dischargebeingcountedonly when t h ep a t i e n t  was admitted 
t h e  same day. A census log sha l l  be  ma in ta ined  in  the  f ac i l i t y  fo r  documenta
t ionpurposes .  Census s h a l l  be t akenda i ly  a t  midnight. A dayof care in 
cludesthoseovernightper iods when a r ec ip i en t  is away from t h e  f a c i l i t y  on 
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a fac i l i tysponsoredgroupt r ip  andremainsunder thesuperv is ion  and careof 
f a c i l i t y  p e r s o n n e l .  

Services6 .  ICF/MR fac i l i t i e stha tp rov ideIn te rmed ica re  Care to 
Medicaid r ec ip i en t s  may e s t a b l i s h  d i s t i n c t  p a r t  c o s t  c e n t e r s  i n  t h e i r  f a c i l i 
typrovidedthatadequateaccount ingan3stat is t icaldatarequiredtosepa
ra te lyde terminethenurs ingcarecos tofeachdis t inc tpar t  is maintained. 
Each d i s t i n c t  p a r t  may sharethe  common se rv ices  and f a c i l i t i e s  a s  management 
services,dietary,housekeeping,buildingmaintenance and laundry. 

7 .  I n  no case may a provider ' sa l lowablecos tsa l loca tedtothe  
Medicaidprogram includethecostoffurnishingservicestopersonsnotcov
eredundertheMedicaidprogram. 

( S )  Return on Equity 

1. A re turn  on a p r o v i d e r ' sn e te q u i t ys h a l l  beanallowablecost 
area.  

re turn on a p rov ide r ' s  equ i ty  no t2.  The amount of  ne t  sha l l  
exceedtwelvepercent (12%).  

net3 .  An owner's equity i s  comprised of investmentcapital  and 
working capital .  capital  the inInvestment includesinvestmentbuilding, 
p rop r i e ty  andequipment (costofland,mortgage paymentstoward p r inc ip l e  and 
equipment accumulat ivepurchase the depreciat ion) .  Working c a p i t a l  
representsthe  amount of c a p i t a l  which is  requi redtoinsureproperopera t ion  
o f  t h e  f a c i l i t y .  

4 .  The re turn  on owner 'sequity be onlynet shallpayable to 
propr ie ta ry  providers .  

5.  A p rovider ' sre turn  onowner's ne tequ i tysha l l  beapportioned 
t o  t h e  Medicaidprogramon the  bas i s  of  the  provider ' s  Medicaidprogram reim
bursablerecipientresidentdays of c a r et ot o t a lr e s i d e n t  daysofcaredur
ingthecos t - repor t ingper iod .Forthepurposeofth isca lcu la t ion ,to ta l  
residentdays of c a r es h a l l  be t h eg r e a t e r  of ninetypercent  (90%) of t he  
p r o v i d e r ' s  c e r t i f i e d  bed capacity or actual occupancy during the cost  year.  

(8) ReportingRequirements 

(A) Annual CostReport 

1. Each p r o v i d e rs h a l le s t a b l i s h  a twelve(12)-monthperiod which 
is  t o  bedesignated as thep rov ide r ' sf i s ca lyea r .  An annualcostreportfor  
t h e  f i s c a l  y e a r  s h a l l  besubmitted by theprovidertothedepartment on forms 
t o  befurnishedforthatpurpose.  The completedforms s h a l l  besubmitted by 

provider ninety (90)  dayseach within following t h e  close of i t s  f i s c a l  
year .  

adequate and current  the2 .  Unless documentat ionfol lowing 
areas haspreviouslybeenfiledwiththedepartment,authenticatedcopiesof 
thefol lowing documents must besubmit tedwiththe cost r epor t s :  authenticat
edcopiesof a l l  leases r e l a t e d  t o  t h e  a c t i v i t i e s  o f  the f a c i l i t y ;  a l l  manage-
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ment con t r ac t s ,a l lcon t r ac t swi thconsu l t an t s ;f ede ra l  and s t a t e  income t a x  
r e tu rnsfo rthef i sca lyea r ;  and documentationofexpenditures, by l i n e  item, 
made under a l lr e s t r i c t e d  and u n r e s t r i c t e dg r a n t s .  For r e s t r i c t e dg r a n t s ,  a 
s t a t emen t  ve r i fy ing  the  r e s t r i c t ion  a s  spec i f i ed  by thedonor. 

3.Adequatedocumentationfor a l l  l inei tems on theuniformcost 
repor t s  must bemaintained by t h ef a c i l i t y  and must besubmittedtothede
partment upon request .  

the (90)-day with4 .  Following ninety period, payments w i l l  be 
held from t h ef a c i l i t yu n t i lt h ec o s tr e p o r t  is submitted. Upon receiptof  a 
costreportpreparedinaccordancewiththeserules,the payments t h a t  were 
withheld w i l l  be released. 

5.  I f  in  (30)-day ofreques tedwri t ing ,  a thir ty  extensionthe 
f i l i n g  d a t e  may be granted for good cause shown. 

6 .  The terminat ionofor  by a providerofpar t ic ipa t ioninthe  
program o r  a changeofownershiprequiresthattheprovidersubmit a cos t  
reportfortheperiodendingwiththedateofterminationorchange. The 
cost repor t  i s  due wi th info r ty - f ive  (45) daysofthedateofterminat ionor  
change.Costreportsunderthisparagraphshall  conform t ot h ep r i n c i p l e s  of 
s ec t ion  ( 7 ) .  The f i n a l  payment dueproviderssha l lbewi thhe ldunt i lthe i r  
cost repor t  is f i l e d .  

( B )  Ce r t i f i ca t ionof  CostReports 

1. The accuracy and v a l i d i t y  ofany cos trepor t  must be c e r t i 
f i e d .C e r t i f i c a t i o n  must be made by one (1) ofthefollowingpersons (who 
must beauthorized by thegoverning body o f  t h e  f a c i l i t y  t o  make s u c h  c e r t i f i 
ca t ion  and will furnishproof ofsuchauthorizat ion):anincorporatedent i ty ,  
an of f icerofthecorpora t ion ;for  a par tnersh ip ,  a pa r tne r ;fo r  a so l ep ro 
p r i e t o r s h i po rs o l e  owner, t h e  owner; o rf o r  a p u b l i cf a c i l i t y ,t h ec h i e f  
admin i s t r a t iveo f f i ce r  of t h ef a c i l i t y .  The cos trepor t  must a lsobenota
r i zed  by a l icensed notary publ ic .  

2 .  Cert i f icat ionStatement  
Form o f  Cer t i f i ca t ion  

Mis rep resen ta t ionorfa l s i f i ca t ion  ofany informationcontainedinthis 
and/or imprisonmentrepor t  may be punishable by fine under s t a t eo r  

f ede ra l  law. 

C e r t i f i c a t i o n  by of f icer  or  adminis t ra tor  of  provider :  

I hereby c e r t i f yt h a t  I have readthe  above statement and t h a t  I have 
examined t h e  accompanyingCostReportandsupportingschedulesprepared 
by (Provider ’s  Name(s) andfornumber(s))

beginningreport  cost  	 the  and ending 9 

and t h a tt ot h eb e s t  of my knowledgeand b e l i e f ,  i t  is t rue ,co r rec t  
andcompletestatementprepared from t h e  booksand records of the provid
er i n  accordancewithapplicableinstructions,except as noted. 

,‘j 
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( C )  Adequacy o f  Records 

1. The provider must make ava i lab letothedepar tmentor  i t s  duly 
authorizedagent ,includingfederalagents  from Health and Human S e r v i c e s ,a t  
a l lr easonab le  times, therecordsasarenecessary t o  permitreview and aud i t  
of p rov ide r ' scos tr epor t s .Fa i lu reto  do so may lead t o  s a n c t i o n ss t a t e di n  
sec t ion  (8)  of t h i s  r u l e  o r  o t h e r  s a n c t i o n s  a v a i l a b l e  i n  s e c t i o n  ( 9 ) .  

2 .  A l l  recordsassociatedwiththepreparat ion and documentation 
of thedataassociatedwiththecostreport  must be re ta inedforseven ( 7 )  
years from the  cos t  r epor t  f i l i ng  da t e .  

(D) AccountingBasis 

1. The costreportsubmitted must bebased on theaccrua lbas is  
ofaccounting. 

or2 .  Governmental i n s t i t u t i o n st h a to p e r a t e  on a cashmodified 
cash basis  ofaccounting may cont inue  to  use  those  methods,providedappropri
atet reatmentofcapi ta lexpendi tures  is made. 

( E )  Audits 

1. Costreportsshallbebased upon thep rov ide r ' sf inanc ia l  and 
s t a t i s t i c a l  r e c o r d s  which must be capable of v e r i f i c a t i o n  by aud i t .  

2 .  Iftheproviderhasincludedthecost of a c e r t i f i e da u d i t  of 
t h ef a c i l i t ya s  an al lowablecost  item t ot h e  plan., a copy of tha taud i t  
repor t  andaccompanying le t ter  shal l  be submit ted without  delet ions.  

3 .  The annualcos trepor tforthef i sca lyearoftheprovider  may 
besubjec ttoaudi t  by the  Departmentof Socia lServ icesor  i t s  contracted 

repor t s  f a c i l i t i e sagents .  Twelve (12)-month cos t  for  new c o n s t r u c t i o n  

r e q u i r e d  t o  be submittedundersection ( 4 )  of t h i s  r u l e  may beaudited by the  

department
or i t s  cont rac tedagentspr iortoes tab l i shment  of a permanent 
r a t e .  

4 .  The department w i l l  conduct a deskreview of a l l  cos trepor t s  
wi th ins ix  ( 6 )  months af tersubmission by theprovider  and shal lprovidefor  
on - s i t eaud i t s  of f a c i l i t i e s  wherever costvar iancesorexcept ionsarenoted 
by the i r  personnel .  

5.  The department sha l l  t he  cos t  anyre t a in  annua l  r epor t  and 
workingpapersrelat ingtotheaudi ts  of t hesecos tr epor t sfo r  a periodof 
notlessthanseven ( 7 )  f u l ly e a r s  from thedateofsubmissionofthereport  
orcompletion of t he  aud i t .  

havingannual6 .  Those providers an Title X I X  bed-day ra t io  on 
t o t a l  bed-days or ce r t i f i edbeds  of g rea t e rthans ix type rcen t  (60%) and/or 
anannual T i t l e  X I X  payment of two hundredthousanddollars ($200,000) o r  
more s h a l l  berequired,for  a t  l e a s t  t h e  f i r s t  two (2 )  f i s c a l  y e a r s  o f  p a r t i c -
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ipation in the plan, to have an annual audit of their financial records by an 

independent certified public accountant. The auditor may issue a qualified 

audit report stating that confirmations of accounts receivable and accounts 

payable are not required by the plan. For the purposes of the paragraph, the 

Department of Social Services will only accept an unqualified opinion from a 

certified public accounting firm. A copy of the audit report must be submit

ted to the department
to support the annual cost report of the facility. 


( 9 )  Sanctions and Overpayments 

(A) Sanctions may be imposed against a provider in accordance with 13 

CSR 70-3.030 of the Missouri Code of State Regulations and other federal or 

state statutes and regulations. 


(B) In the case of overpayments to providers based on, but not limited 

to, field or audit findings or determinations based
on a comprehensive opera

tional review of the facility, the provider shall .repay the overpayment in 

accordance with the provisions as set forth in 13 CSR 70-3.030. 


(10) Exceptions 


( A )  For those Medicaid-eligible recipient-patients who have concurrent 
Medicare Part A skilled nursing facility benefits available, Missouri Medical 
Assistance program reimbursement for covered days of stay in a qualified 
facility will be based on the coinsurance as may be imposed under the Medi
care program. 

(B) The Title XIX reimbursement rate for out-of-state providers shall 

be set by one
(1) of the following methods: 


1. For providers which provided services of less than one thou- . 
sand (1,000) patient days for Missouri Title XIX recipients, the reimburse
ment rate shall be the rate paid for comparable services and levelof care by 

the state in which the provider is located; and 


2. For providers which provide services of one thousand (1,000) 
or more patient days for Missouri Title XIX recipients, the reimbursement 
rate shall be the lower of 

A .  The rate paid for comparable services and level of care 
by the state in which the provider is located;or 


B .  The rate calculated in sections( 4 )  and ( 6 )  of this rule. 

(11) Payment Assurance 


( A )  The state will pay each provider, which furnished the services in 
accordance with the requirements of the state plan, the amount determined for 

to the standardsservices furnished by the provider according and methods set 

forth in these regulations. 


(B) Where third party payment is involved, Medicaid will be the payor 

of last resort with the exception
of state programs such as Vocational Reha

bilitation and theMissouriCrippledChildren’sService.Proceduresfor 
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r emi t t i ngth i rd -pa r ty  payments areprovidedintheMissouri  Medical Assis
tance program providermanuals. 

(12)  ProviderPar t ic ipa t ion .  Payments made inaccordancewiththestandards 
andmethods desc r ibedinth i sru l ea redes igned  t o  e n l i s tp a r t i c i p a t i o no f  a 
s u f f i c i e n t  number of p rov ide r sinthe  program so t h a t  e l igiblepersonscan 
receivemedicalcare and serv icesinc ludedinthe  s ta te  p l a n  a t  l e a s t  t o  t h e  
ex ten t  t hese  se rv ices  a re  ava i l ab le  to  the  gene ra l  pub l i c .  

( 1 3 )  Payment i n  F u l l .  P a r t i c i p a t i o ni nt h e  program s h a l l  be l imi tedtopro
v iders  who acceptas payment i nf u l lf o r  covered services rendered t o  Medi
ca idrec ip i en t s ,t he  amount paidinaccordancewiththeseregulat ions and 
applicableco-payments. 

(14) PlanEvaluation.Documentation w i l l  bemain ta inedtoef fec t ive ly  moni
t o r  and evaluate experience during administration of t h i s  p l a n .  
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APPENDIX: ROUTINECOVERED 
MEDICAL SUPPLIES AM) SERVICES 

ABD Pads 

A&D Ointment 

AdhesiveTape 

AerosolInhalators,Self-contained 

Aerosol,Other Types 

Air Mattresses ,  Air P .R .  Mattresses 

Airway-Oral 

Alcohol 

Alcohol Plasters 

AlcoholSponges 

Antacids, Nonlegend 

Applicators,Cotton-tipped 

Applicators ,  Swab-Eez 

Aquamatic K Pads (water-heatedpad) 

A r m  S l ings  

AseptoSyringes 

BabyPowder 

Bandages 

Bandages-ElasticorCohesive 

Bandaids 

Bas in s  

Bed Frame Equipment ( f o r  c e r t a i n  immobilizedbed p a t i e n t s )  


Bed Rai l s  


Bedpan, Fracture  


Bedpan, Regular 


Bedside Tissues 


Benzoin 


Bibs 


Bot t l e ,  Specimen 


Canes 


Cannula-Nasal 


CatheterIndwelling 


Catheter Plugs 


. -...L. ... 
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Catheter(anysize)  


Colostomy Bags 


CompositePads 


Cotton Balls 


Crutches 


CustomizedCrutches, 


DecubitusUlcerPads 


Deodorants 


Disposable Underpads 


Donuts 


Douche Bags 


DrainTubing 


Drainage Bags 


DrainageSets 


Drainage Tubes 


Dressing Tray 


Dress ings(a l l )  


Canesand Wheelchairs 

Drugs,Stock(excludingInsulin) 


EnemaCan 


Enema Soap 


Enema Supplies 


Enema Unit 


Enemas 


Equipmentand Suppl iesforDiabet icUrinetest ing 


Eye Pads 


Feeding Tubes 


Female Urinal 


Flota t ion  Mat t ress  or  Biowave Mattress 


Flo ta t ion  Pads and/orTurning Frames 


FoldingFootCradle 


Gastric Feeding Unit 


Gauze Sponges 


Gloves,Unsterile and S t e r i l e  


Gowns, Hospital  


GreenSoap 


Hand Feeding 
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Heat Cradle 


Heating Pads 


Heel Protector 


Hot Pack Machine 


Ice Bags 


Incontinency Care 


Incontinency Pads and Pants 


Infusion Arm Boards 


Inhalation Therapy Supplies 


Intermittent Positive 

Invalid Ring 

Irrigation Bulbs 

Irrigation Trays 

I.V. Trays 
.Jelly-Lubricating 

Laxatives, Nonlegend 

Lines, Extra 

Lotion, Soap and Oil 

Male Urinal 

Massages (by nurses) 

Mathiolate Aerosol 

Pressure Breathing Machine(IPPB) 

Medical Social Services 


Medicine Dropper 


Medicine Cups 


Mouthwashes 


Nasal Cannula 


Nasal Catheter 


Nasal Catheter, Insertion 


Nasal Gatric Tubes 


Nasal Tube Feeding 


Nebulizer and Replacement 


Needles (various sizes) 


and Tube 

Kit 

Needles-Hypodermic, Scalp, Vein 


Nonallergic Tape 


Nursing Services (all) Regardless of level including the administration
of 
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Nursing Supplies and Dressing (other than items of personal comfort or 

cosmetic) 
Overhead Trapeze Equipment 
Oxygen Equipment (such asIPPB Machines and Oxygen Tents) 

Oxygen Mask 

Pads 

Peroxide 

Pitcher 

Plastic Bib 

Pump (Aspiration and Suction) 

Restraints 

Room and Board (semi-private or private if necessitated by 

a medical or social condition) 

Sand Bags 

Scalpel 

Sheepskin 

Special Diets 

Specimen Cups 

Sponges 

Steam Vaporizer 

Sterile Pads 

Stomach Tubes 

Stool Softeners, Non-legend 

Suction Catheter 

Suction Machines 

Suction Tube 

Surgical Dressings (including Sterile Sponges) 

Surgical Pads 

Surgical Tape 

Suture Removal Kit 

Suture Trays 

Syringes (all sizes) 

Syringes, Disposable 
Tape-For Laboratory Tests 
Tape (nonallergic or butterfly) 

Testing Sets and Refills (S & A) 
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Tongue Depressors 


TracheostomySponges 


Tray Service 


Tubing-I.V.Trays, Blood Infus ionSet ,  I . V .  Tubing 


Underpads 


UrinaryDrainage Tube 


Urinary Tube and Bo t t l e  


UrologicalSolutions 


Vitamins, Nonlegend 


Walkers 


Water P i tchers  


Wheelchairs 



